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The following discussion contains various forward-looking statements within the meaning of
Section 21E of the Exchange Act. Although we believe that, in making any such statement, our
expectations are based on reasonable assumptions, any such statement may be influenced by factors that
could cause actual outcomes and results to be materially different from those projected. When used in
the following discussion, the words "anticipates,” "believes,” "expects,” "intends," "plans,” "estimates"
and similar expressions, as they relate to us or our management, are intended to identify such forward-
looking statements. These forward-looking statements are subject to numerous risks and uncertainties
that could cause actual results to differ materially from those anticipated. Factors that could cause
actual results to differ materially from those anticipated, certain of which are beyond our control, are set
Sorth under the caption "Management's Discussion and Analysis or Plan of Operation — Cautionary
Statement.”

Our actual results, performance or achievements could differ materially from those expressed in,
or implied by, forward-looking statements. Accordingly, we cannot be certain that any of the events
anticipated by forward-looking statements will occur or, if any of them do occur, what impact they will
have on us. We caution you to keep in mind the cautions and risks described in our Cautionary Statement
and to refrain from attributing undue certainty to any forward-looking statements, which speak only as of
the date of the document in which they appear.

PART1
ITEM1 DESCRIPTION OF BUSINESS
Overview

We develop and operate restaurant-brewpubs under the name "Big Buck Brewery &
Steakhouse™." We currently operate one unit in each of the following cities in Michigan: Gaylord,
Grand Rapids and Auburn Hills. In addition, we opened a fourth unit in Grapevine, Texas, a suburb of
Dallas, in August 2000. This unit is owned and operated by Buck & Bass, L.P. pursuant to our joint
venture agreement with Bass Pro Outdoor World, L.L.C., a premier retailer of outdoor sports equipment.

We had planned, subject to obtaining adequate financing, to open our next unit in Nashville,
Tennessee. In March 2002, following the recommendation of the landlord and after careful consideration
of the marketplace and our limited capital resources, we determined to discontinue our plans to open this
unit. For the foreseeable future, we plan to focus on the following objectives:

. refinancing existing indebtedness,
o continued implementation of cost controls, and
. exploration of licensing and franchising opportunities.

On September 13, 2002, we effected a stock combination (reverse stock split) pursuant to which
our outstanding shares of common stock were exchanged for new shares of common stock in an exchange
ratio of one newly issued share for every seven outstanding shares, while maintaining 15 million
authorized shares, consisting of 10 million shares of common stock and S million shares of preferred
stock. Share and per share data, except for par, for all periods presented have been restated to reflect the
reverse stock split.

We were incorporated under the Michigan Business Corporation Act in November 1993, as
Michigan Brewery, Inc. All references to us herein include our subsidiaries, unless otherwise noted. Our
executive office is located at 550 South Wisconsin Street, Gaylord, Michigan 49734. Our telephone
number is (989) 731-0401.




Restaurant Operations

General. Big Buck Brewery & Steakhouses offer craft brewed beer brewed on site along with a
menu featuring steaks, ribs, chicken, fish, pasta and other food in a unique, architecturally spacious
setting. Our units offer over ten different types of beers ranging from a light golden ale to a full-bodied
stout. We also offer customers a full selection of hard liquors. We attempt to create an exciting yet
casual restaurant where patrons can have fun and feel comfortable.

Design and Layout. Big Buck Brewery & Steakhouses feature large, open and visually
stimulating dining areas, highlighted by gleaming stainless steel and copper brewing equipment. Each
unit's interior follows the same motif with a warm, cozy atmosphere utilizing soft lighting and Amish
furniture. The menu and beer styles are the same at each existing unit.

The Gaylord unit features a 4,000 square foot dining area and a 1,600 square foot bar
area, with combined seating capacity of approximately 420. It is decorated with a rustic
wood-finished interior, mounted deer racks, 36-foot high vaulted ceilings and warm
lighting. The specially commissioned Amish hand-carved wooden furniture and
overhead genuine Tennessee whisky barrel lighting fixtures add character to the
building's decor. The layout is flexible, permitting tables to be rearranged to
accommodate customer demand. A wall of television sets, including a ten-foot screen
television set, adjacent to the bar area provides customers the opportunity to watch
sporting and other special events. The friendly and attentive staff, on-site brewing,
summertime outdoor seating and live music are designed to create an appealing
atmosphere for lunch, dinner and bar customers. |

The Grand Rapids unit's seating capacity is approximately 250 in the restaurant and bar
combined. The brewing and fermenting tanks of this unit front dlrectly on 28" Street, a
well-traveled street.

The Auburn Hills unit, which houses a 15-barrel brewing system, encompasses
approximately 26,700 square feet including brewery, bar and restaurant, with a total
seating capacity of approximately 650. This unit is accessible to Detroit metro area
residents.

The Grapevine unit, which is located between Bass Pro Outdoor World, a premier retailer
of outdoor sports equipment, and Embassy Suites Outdoor World Hotel and Convention
Center on Bass Pro Drive, encompasses approximately 20,500 square feet including
brewery, bar and restaurant. This unit has a total seating capacity of approximately 500
and is accessible to Dallas/Fort Worth metro area residents.

Menu and Pricing. The menu at each unit consists of appetizers, soups, meal-sized salads, and
entrees, including steaks, ribs, chicken, fish, pastas as well as a variety of desserts. Management analyzes
menu items for popularity, profitability and ease of preparation. The menu items are selected to
complement our craft brewed beers. The menu is designed to offer a broad range of prices that convey
value to the customer. Entrees range in price from $9.99 to $28.00 with an average entree price of
$15.00. During 2002, sales of alcohol, including beer and wine, accounted for 17.7%, 18.9%, 22.1% and
22.7% of the Gaylord, Grand Rapids, Auburn Hills and Grapevine unit sales, respectively.

Customers. We believe our restaurants appeal to a wide range of customers and draw clientele
from throughout the region in which they are located. Increased customer loyalty to our beers results in

repeat business.




Brewing Operations

General. The brewery at the Gaylord unit presently has the capacity to brew 10,000 barrels of
beer per year, and is designed to produce 20,000 barrels per year with the installation of additional
fermentation tanks. The Grand Rapids unit features a 7.5-barrel brewing system that can produce 7,000
barrels per year with the installation of additional fermentation tanks. The Auburn Hills unit features a
15-barre] brewing system that can produce 15,000 barrels per year with the installation of additional
fermentation tanks. The Grapevine unit features a 15-barrel brewing system that can produce 15,000
barrels per year with the installation of additional fermentation tanks. Each existing brewery has been
custom-designed to be integrated into the restaurant layout in an efficient and aesthetically pleasing -
manner.

Quality Control. Quality control of each brewery is under the supervision of our brewmaster.
Each unit contains a laboratory to monitor and maintain quality assurance in the brewing and packaging
processes.

Ingredients. Beer is made primarily from four natural ingredients: malted barley, hops, yeast and
water. We use only the finest barley, primarily two row, in our production. The universal spice of beer is
hops. Hops, like the grapes used in wine, are varietal. Brewers select hops based on specific varieties
grown in select areas around the world. Some hop varieties are selected for their bittering qualities, while
others are chosen for their ability to impart distinctive aromas to the beer. Yeast is a uni-cellular
organism whose metabolism converts sugar into alcohol and carbon dioxide. We use only specially
selected yeast. The entire brewing process from mashing through filtration typically is completed in 14 to
21 days, depending on the formulation and style of the beer being brewed. We purchase the required raw
materials from market sources on a competitive bid basis.

Sales and Marketing

We advertise primary through four-walls marketing, including the use of table tents, in-house
promotions and other events to build customer loyalty. We strive to provide our customers with a dining
experience that will encourage repeat business and promote "word-of-mouth" advertising. To supplement
our service-oriented marketing efforts, we sell merchandise, including hats, t-shirts, sweatshirts and other
items bearing the Big Buck Brewery & Steakhouse name and logo. During 2002, we incurred
approximately $156,029 in marketing expenses.

Competition

Restaurant competitors. The restaurant industry is highly competitive with respect to price,
service, location and food quality, including taste, freshness and nutritional value. New restaurants have a
high failure rate. New restaurants generally experience a decline in revenue growth, or in actual
revenues, following a period of excitement that accompanies their opening. The restaurant industry is
also generally affected by changes in consumer preferences, national, regional and local economic
conditions, and demographic trends. The performance of individual restaurants may also be affected by
factors such as traffic patterns, demographic considerations, and the type, number and location of
competing restaurants. In addition, factors such as inflation, increased food, labor and employee benefit
costs, and unavailability of experienced management and hourly employees may also adversely affect the
restaurant industry in general and our units in particular. Restaurant operating costs are further affected
by increases in the minimum hourly wage, unemployment tax rates and similar matters over which we
have no control. We face numerous well-established competitors, including national, regional and local
restaurant chains, possessing substantially greater financial, marketing, personnel and other resources than
we do. We also compete with a large variety of locally owned restaurants, diners, and other
establishments that offer moderately priced food to the public and with other brewpubs. Competitors



could utilize the Big Buck Brewery & Steakhouse format or a related format. We cannot assure you that
we will be able to respond to various competitive factors affecting the restaurant industry.

Brewing industry competitors. The domestic beer market is highly competitive due to:

. the enormous advertising and marketing expenditures by natlonal and major regional
brewers,

. the proliferation of craft breweries and brewpubs,

. the introduction of fuller-flavored products by certain major national brewers, and

. a general surplus of domestic brewing capacity, which facilitates existing contract brewer

expansion and the entry of new contract brewers.

We cannot assure you that demand for craft brewed beers will continue.  Most of our brewing
competitors possess greater financial, marketing, personnel and other resources than we do. We cannot
assure you that we will be able to succeed against such competition.

Government Regulation

Beer Regulation. A significant percentage of our revenue is derived from beer sales. Total sales
of alcohol, including beer, wine and hard liquor, accounted for 21.1% of our revenues during 2002. We
must comply with federal licensing requirements imposed by the United States Department of Treasury,
Alcohol and Tobacco Tax and Trade Bureau, as well as the licensing requirements of states and
municipalities where our units are located. Our failure to comply with federal, state or local regulations
could cause our licenses to be revoked and force us to cease brewing and selling beer. Typically, licenses
must be renewed annually and may be revoked or suspended for cause at any time. We believe we are
operating in substantial compliance with applicable laws and regulations governing our operations.

Restaurant Regulation. The restaurant industry is subject to numerous federal, state and local
government regulations, including those relating to the preparation and sale of food and those relating to
building and zoning requirements. We are subject to regulation by air and water pollution control
divisions of the Environmental Protection Agency of the United States and by certain states and
municipalities in which our units are located. We are also subject to laws governing our relationship with
our employees, including minimum wage requirements, overtime, working and safety conditions and
citizenship requirements. Restaurant operating costs are affected by increases in the minimum hourly
wage, unemployment tax rates, sales taxes and similar matters, such as any government-mandated health
insurance, over which we have no control. We believe we are operating in substantlal compliance with
applicable laws and regulations governing our operations.

Dram-Shop Laws. We are subject to "dram-shop" laws in Michigan and Texas. These laws
generally provide someone injured by an intoxicated person the right to recover damages from the
establishment that wrongfully served alcoholic beverages to such person. We carry liquor liability
coverage as part of our existing comprehensive general liability insurance. However, a judgment against
us under a dram-shop statute in excess of our liability coverage could have a material adverse effect on
our business, operating results, cash flows and financial condition.

State Liquor Laws. We are licensed under Michigan law as a "brewpub." A brewpub in
Michigan is (1) limited to a combined annual production of not more than 5,000 barrels, (2) limited to no
more than three units in Michigan, and (3) prohibited from selling beer on a wholesale basis. Buck &
Bass is licensed under Texas law as a "brewpub." A brewpub in Texas is limited to the production of not
more than 5,000 barrels of malt liquor, ale, and beer for each licensed brewpub established, operated, or
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maintained in Texas by the holder of the brewpub license. Brewpubs in Michigan and Texas are also
licensed to sell hard liquor with appropriate licensing. Applicable legislation, regulations or
administrative interpretations of liquor laws may hinder our operations or increase our operating costs.

Excise Taxes. The federal government currently imposes an excise tax of $18.00 on each barrel
of beer produced for domestic consumption in the United States. However, each brewer with production
of not more than 2,000,000 barrels per year is taxed only $7.00 per barrel on the first 60,000 barrels
produced annually. We cannot assure you that the federal government will not reduce or eliminate this
small brewer rate reduction. Michigan imposes an excise tax of $6.30 per barrel on each barrel of beer
manufactured or sold in Michigan. However, each brewer that manufactures less than 50,000 barrels per
year is granted a brewer's excise tax credit in the amount of $2.00 per barrel for the first 30,000 barrels.
Buck & Bass is subject to excise taxes under Texas law. Excise taxes in Texas are $6.138 per barrel for
ale and malt liquor, and $6.00 per barrel for beer. However, Texas grants a 25% tax exemption for
manufacturers of beer whose annual production in Texas does not exceed 75,000 barrels of beer per year.
As a result, Buck & Bass faces an effective excise tax of $4.50 per barrel for beer. If our beer production
exceeds the foregoing credit thresholds, our average excise tax rate would increase.

It is possible that the rate of excise taxation could be increased by either federal or state
governments, or both. Increased excise taxes on alcoholic beverages have been considered by the federal
government as an additional source of tax revenue in connection with various proposals and could be
included in future legislation. Future increases in excise taxes on alcoholic beverages, if enacted, could
adversely affect our business, operating results, cash flows and financial condition.

Employees

At December 29, 2002, we employed 376 persons at our units, including approximately 111 full-
time employees. Of our total number of employees, 28 served as restaurant management personnel, 7
served in executive and corporate administrative capacities, and the remainder were hourly personnel. No
employee is covered by a collective bargaining agreement and we have never experienced an organized
work stoppage, strike or labor dispute. We consider relations with our employees to be satisfactory.

Trademarks and Service Marks

We own several trademarks, including BIG BUCK BREWERY & STEAKHOUSE® and BIG
BUCK BEER®. Trademark rights generally continue indefinitely, so long as the marks remain in use and
periodic filings are made and fees paid. We regard our marks as having substantial value and as being an
important factor in the marketing of our restaurants and beer. Our policy is to pursue registration of our
marks and to oppose vigorously any infringement of our marks.

ITEM 2 DESCRIPTION OF PROPERTY
Gaylord

We own the Gaylord unit, including the real property on which it is located. See "Description of
Business — Restaurant Operations" for a description of the Gaylord unit.

Grand Rapids and Auburn Hills
Grand Rapids

We purchased the Grand Rapids site in December 1996. The site included an existing structure
of approximately 8,200 square feet and is located on 28th Street in Grand Rapids. Seating capacity is
approximately 250 for restaurant and bar combined. The Grand Rapids unit opened in March 1997.
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exceeds the foregoing credit thresholds, our average excise tax rate would increase.
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governments, or both. Increased excise taxes on alcoholic beverages have been considered by the federal
government as an additional source of tax revenue in connection with various proposals and could be
included in future legislation. Future increases in excise taxes on alcoholic beverages, if enacted, could
adversely affect our business, operating results, cash flows and financial condition.
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At December 29, 2002, we employed 376 persons at our units, including approximately 111 full-
time employees. Of our total number of employees, 28 served as restaurant management personnel, 7
served in executive and corporate administrative capacities, and the remainder were hourly personnel. No
employee is covered by a collective bargaining agreement and we have never experienced an organized
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We own several trademarks, including BIG BUCK BREWERY & STEAKHOUSE® and BIG
BUCK BEER®. Trademark rights generally continue indefinitely, so long as the marks remain in use and
periodic filings are made and fees paid. We regard our marks as having substantial value and as being an
important factor in the marketing of our restaurants and beer. Our policy is to pursue registration of our
marks and to oppose vigorously any infringement of our marks.

ITEM 2 DESCRIPTION OF PROPERTY

Gaylord

We own the Gaylord unit, including the real property on which it is located. See "Description of
Business — Restaurant Operations" for a description of the Gaylord unit.

Grand Rapids and Auburn Hills
Grand Rapids

We purchased the Grand Rapids site in December 1996. The site included an existing structure
of approximately 8,200 square feet and is located on 28th Street in Grand Rapids. Seating capacity is
approximately 250 for restaurant and bar combined. The Grand Rapids unit opened in March 1997.
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In April 1997, we sold the Grand Rapids site, including all improvements thereto, to an entity
owned by one of our shareholders, Eyde Brothers Development Co., pursuant to a real estate purchase
and leaseback agreement for $1.4 million. Pursuant to a separate lease agreement, we lease the Grand
Rapids site at a minimum annual base rent of $140,000 and a maximum annual base rent of $192,500
over a ten-year term. The lease may be extended at our option for up to two additional five-year terms.

In addition to the annual base rent, the lease, as amended in March 2000, provides that we are obligated to
pay annual percentage rent in the amount of 5% on gross sales at the site in excess of $1.5 million per
year.

If annual gross sales do not exceed $1.5 million for any lease year, the lessor will obtain the right
to require us to repurchase the Grand Rapids site for $1.4 million, plus $70,000 for each lease year on a
pro rata basis. In March 2002, the lessor waived its right to require repurchase based upon insufficient
annual gross sales for the lease years ended April 2001 and April 2002. We do not expect annual gross
sales to exceed $1.5 million for the lease year ended April 2003. Independent of annual gross sales, the
lessor has the option to require us to repurchase such site after the seventh full lease year for the same
price. We also have the option to purchase the Grand Rapids site from the lessor after the seventh full
lease year for the same price. If the lessor requires us to repurchase the site, we would be forced to
repurchase it at a premium over its sale price. We cannot assure you that we will have sufficient funds to
repurchase the site. If we are required to repurchase the site and cannot do so, it would have a material
adverse impact on our business, operating results, cash flows and financial condition.

During 2002, we paid annual rent of $17 per square foot at the Grand Rapids unit.
Auburn Hills

We purchased the Auburn Hills site in August 1996. The site is just off of Interstate 75 at exit 79.
The unit constructed on this site encompasses approximately 26,700 square feet including brewery, bar
and restaurant. Seating capacity is approximately 650 for the restaurant and bar combined. The Aubum
Hills unit opened in October 1997.

In August 1997, we entered into a real estate purchase and leaseback agreement providing for the
sale of the Auburn Hills site to one of our shareholders, Michael G. Eyde, for $4:0 million. We lease the
Auburn Hills site pursuant to a separate lease agreement which provides for a minimum annual base rent
of $400,000, and a maximum annual base rent of $550,000, over a 25-year term.. The lease may be
extended at our option for up to two additional ten-year terms. In addition to the annual base rent, we are
obligated to pay an annual percentage rent of 5.25% of gross sales at the site in excess of $8.0 million per
year.

|

Because annual gross sales did not exceed $8.0 million for the fourth and fifth years of the lease
term, the lessor obtained the right to require us to repurchase the Auburn Hills site for $4.0 million, plus
$200,000 for each lease year on a pro rata basis. We also have the option to purchase the Auburn Hills
site from the lessor after the seventh full lease year for the same price. If the lessor requires us to
repurchase the site, we would be forced to repurchase it at a premium over its sale price. We cannot
assure you that we will have sufficient funds to repurchase the site. If we are required to repurchase the
site and cannot do so, it would have a material adverse impact on our business, operating results, cash

flows and financial condition.
|

During 2002, we paid annual rent of $15.40 per square foot at the Auburn Hills unit.
Termination Provisions

The Grand Rapids and Auburn Hills lessors may terminate in the event of a default which is not
cured within the applicable grace period. A default is defined as:
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. our failure to make a rental payment within 30 days after receipt of written notice that a
payment is past due, or

. our failure to perform our obligations under the lease, other than rent payments, within 30
days after written notice of a curable violation;

provided, however, that if such default cannot be cured within the 30-day period, a default will be deemed
to have occurred only if we have failed to commence a cure within such 30-day period. In the event of a
default and termination of either lease, we would be unable to continue operating the related unit, which
would have a material adverse effect on our business, operating results, cash flows and financial
condition.

Grapevine

The Grapevine unit is owned and operated by Buck & Bass pursuant to our joint venture
agreement with Bass Pro. The Grapevine unit is off Highway 121, the major artery between downtown
Dallas and the Dallas/Fort Worth airport. The Grapevine site houses a 15-barrel brewing system and
encompasses approximately 20,500 square feet including brewery, bar and restaurant, with a total seating
capacity of approximately 500.

Pursuant to a commercial sublease agreement, Buck & Bass leases the Grapevine site from Bass
Pro over a 15-year term. Buck & Bass may extend the sublease for up to seven additional five-year
terms. Buck & Bass is obligated to pay an annual percentage rent in the amount of 5.5% on gross sales
less than $11.0 million per year and 6.5% on gross sales in excess of $11.0 million per year; provided,
however, that the minimum annual base rent is $385,000. The minimum annual base rent is required
whether the Grapevine unit is profitable or not. If Buck & Bass is required to pay in excess of the
minimum annual base rent, the funds available to us for other purposes will be reduced. During 2002,
Buck & Bass paid annual rent of $19.25 per square foot at the Grapevine unit (when the second story bar
area of such unit is included in the total square footage).

Bass Pro may terminate the sublease in the event of a default which is not cured within the
applicable grace period. The sublease provides that a default includes, but is not limited to:

. the failure of Buck & Bass to remain open during all business days,

. the failure of Buck & Bass to maintain on duty a fully trained service staff,

J the failure of Buck & Bass to provide high quality food of the type provided at our
Gaylord unit,

. the failure of Buck & Bass to achieve gross sales in the first full calendar year

immediately following the opening and for each calendar year thereafter of $7.0 million,
. Buck & Bass encumbering in any manner any interest in the subleased premises, or

. the failure of Buck & Bass to conduct full and complete customer surveys no less
frequently than each calendar quarter.

The failure of Buck & Bass to achieve the required gross sales, the existence in the past of
encumbrances upon the subleased premises and the failure of Buck & Bass to perform quarterly customer
satisfaction surveys give Bass Pro the ability to declare an event of default under the sublease, terminate
the sublease and demand all unpaid and reasonably calculable future rent over the balance of the sublease
term. Pursuant to the limited partnership agreement, a material default under the sublease would also
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entitle Bass Pro to purchase our interest in the joint venture at 40% of book value, thereby eliminating our
interest in the Grapevine unit. The termination of the sublease or the elimination of our interest in the
Grapevine unit would have a material adverse effect on our business, operating results cash flows and
financial condition.

Liens and Insurance on Properties

As of March 21, 2003, we owed Wayne County Employees' Retirement System ("WCERS")
approximately $10.2 million. A first priority lien in favor of WCERS on all of our assets, including the
Gaylord unit, our leasehold interest in the Auburn Hills unit, our leasehold interest in the Grand Rapids
unit, our limited partnership interest in Buck & Bass, L.P. and all of our other assets, now or hereafter
acquired, secures this indebtedness.

In the opinion of management, our properties are adequately covered by insurance.
ITEM 3 LEGAL PROCEEDINGS

We were not a party to any material litigation as of March 21, 2003.
ITEM 4 SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Not applicable.
Executive Officers of the Registrant

The following table provides information with respect to our executive officers as of March 21,

2003. Each executive officer has been appointed to serve until his successor is duly appointed by the
board or his earlier removal or resignation from office.

Name Age  Position with Big Buck

Anthony P. Dombrowski 42 President, Chief Executive Officer,
Chief Financial Officer and Treasurer

Timothy J. Pugh 43 Chief Operating Officer

Anthony P. Dombrowski became the President and Chief Executive Officer of our company in
March 2003. Mr. Dombrowski has also served as the Chief Financial Officer and Treasurer of our
company since May 1996. He acted as a consultant to our company, in the capacity of Chief Financial
Officer, from January 1996 to May 1996. From February 1995 to May 1996, Mr. Dombrowski operated
his own financial and consulting business. From May 1989 to January 1995, Mr. Dombrowski was the
Chief Financial Officer of Ward Lake Energy, Inc., an independent producer of natural gas in Michigan.
Mr. Dombrowski began his career with Price Waterhouse LLP in 1982.

Timothy J. Pugh became our Executive Vice President of Operations in December 2000. He was
promoted to Chief Operating Officer in May 2002. From November 1998 to November 2000, he was a
franchisee partner of Damon's International, a full-service chain of over 100 casual dining restaurants, in
Kalamazoo, Michigan. From April 1996 to October 1998, he was a regional manager at Damon's
International. From October 1993 to April 1996, he was a general manager at Damon's International.
From April 1991 to October 1993, he managed the Houston's restaurant in Dallas, Texas, and the
Houston's restaurant in Memphis, Tennessee.




PART 11

ITEMS MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER
MATTERS

Our common stock was listed on The Nasdaq SmallCap Market from the completion of our initial
public offering in June 1996 through the open of business on October 7, 2002, when it was delisted from
The Nasdaq SmallCap Market. Since that time, our common stock has traded on the OTC Bulletin Board
under the symbol "BBUC." The following table sets forth the approximate high and low bid prices for
our common stock for the periods indicated as reported by The Nasdaq SmallCap Market and the OTC
Bulletin Board. Such quotations reflect inter-dealer prices, without retail mark-up, markdown or
commission, and may not represent actual transactions.

Period High Low
2001
First QUArter.......ccovvecrieiiremieoece st e vt cre e $10.50 $ 5.03
Second QUATer ......ccooveiirieieeee e $ 791 $ 4.97
Third QUArter..........cceceieiineiieneece e $ 9.80 $ 5.25
Fourth QUArter ..........ccoueveviriererieeceeeis e $ 693 $ 2.66
2002
FIrst QUATTET ......c.coovi ittt s b eens e $ 3.50 $ 1.05
Second QUATTET ......oveerierecieei e enes $ 2.94 $ 1.05
Third QUArtET .......cc.ovvivre i $ 2.37 $ 0.75
Fourth QUarter .........ccccocv e $ 0.90 $ 0.21

As of March 7, 2003, we had 134 shareholders of record. As of July 31, 2002, the date of our last
broker search, we had 1,982 beneficial owners.

We have never declared or paid cash dividends. We currently intend to retain future earnings for
the operation of our business and do not anticipate paying cash dividends on our securities in the
foreseeable future. Any payment of cash dividends in the future will be at the discretion of our board of
directors and will depend upon our results of operations, earnings, capital requirements, contractual
restrictions and other factors deemed relevant by our board. The payment by us of dividends is subject to
the terms of the subscription and investment representation agreement governing the 10% convertible
secured promissory note due February 2003 we issued to WCERS in February 2000.

Sales of Unregistered Securities during the Fourth Quarter of 2002

Not applicable.



ITEM 6 MANAGEMENT'S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

Overview

We develop and operate restaurant-brewpubs under the name "Big Buck Brewery & Steakhouse."
Until May 1995 when we opened our first unit in Gaylord, Michigan, we had no operations or revenues
and our activities were devoted solely to development. In March 1997, we opened our second unit in
Grand Rapids, Michigan, and in October 1997, we opened our third unit in Auburn Hills, Michigan, a
suburb of Detroit. In August 2000, we opened our fourth unit in Grapevine, Texas, a suburb of Dallas.
This unit is owned and operated by Buck & Bass pursuant to our joint venture agreement with Bass Pro.

We had planned, subject to obtaining adequate financing, to open our next unit in Nashville,
Tennessee. In March 2002, following the recommendation of the landlord and after careful consideration
of the marketplace and our limited capital resources, we determined to discontinue our plans to open this
unit. For the foreseeable future, we plan to focus on the following objectives:

. refinancing existing indebtedness,
. continued implementation of cost controls, and
. exploration of licensing and franchising opportunities.

Our future revenues and profits will depend upon various factors, including market acceptance of
the Big Buck Brewery & Steakhouse concept and general economic conditions.

We use a 52-/53-week fiscal year ending on the Sunday nearest December 31. All references

herein to "2002" and "2001" represent the 52-week fiscal years ended December 29, 2002 and December
30, 2001, respectively.

10




Results of Operations
Our operating results, expressed as a percentage of total revenue, were as follows:

For the vears ended

December 29, December 30,

2002 2001
REVENUE
Restaurant sales..........cccveviveemnieinirnvinineserse e 99.1% 98.4%
Wholesale and retail sales.......ccocvveninnievinnennncinieninens 0.9 1.6
Total TEVENUE ......coovirceiierinrrirert e b 100.0 100.0
COSTS AND EXPENSES:
Cost 0f SALES .oeveriirecr e s 331 33.0
Restaurant salaries and benefits..........cocoveerecircienennenn, 25.9 26.3
Operating XPenSeS .......c.cevervrreirerrersrereiuoersessesssseeessenes 23.2 21.1
Depreciation........ccucecieiirieiiincreiee et e e e e 8.2 7.6
Preopening expenses and store development costs........... - 2.0
General and administrative eXpenses..........c.ccvvevrererenean. 11.8 10.2
Impairment 108S.........ceecirvrieriiieee vttt 4.9 -
Total costs and eXPENSES ........cccvvvevvrienrerenesiirvaneennns 107.1 100.2
LOSS FROM OPERATIONS ......cocoovoivrreeieneteeieieeriere e (7.1) (0.2)
OTHER INCOME (EXPENSE):
Interest EXPense......coccevvueveiiiverienniienteeiieseesee et ereae e s (12.2) (9.5)
Interest iNCOME......c.covvrviruiieiienierece e e - -
OLhET ..ot (2.8) (2.9)
Minority interest share of joint venture.............cococcveerncnne 0.1 -
Other income (eXpense), Net.........covvervcrrrervrenrrvunnenn. _(14.9) (12.4)
NET LOSS ..ottt s (22.0)% (12.6)%

Resuits of Operations for the Fiscal Years Ended December 29, 2002 and December 30, 2001
Revenues

Revenues decreased 6.3% to $16,391,465 in 2002 from $17,487,957 in 2001. The decrease was
mainly due to a weak economy and the lack of a sustained marketing program. We believe that increased
spending on marketing, including the use of a sustained, professionally managed marketing program, will
increase revenues at our existing units.

Costs of Sales

Cost of sales, which consists of food, merchandise and brewery supplies, decreased 5.7% to
$5,436,563 in 2002 compared to $5,763,345 in 2001. The decrease was primarily due to lower sales
volume. As a percentage of revenues, costs of sales increased to 33.1% in 2002 from 33.0% in 2001.
The percentage increase was due to an increase in produce and meat cost.
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Restaurant Salaries and Benefits

Restaurant salaries and benefits, which consist of restaurant management and hourly employee
wages and benefits, payroll taxes and workers' compensation insurance, decreased 7.6% to $4,242,593 in
2002 compared to $4,591,917 in 2001. As a percentage of revenues, restaurant salaries and benefits
decreased to 25.9% in 2002 compared to 26.3% in 2001. The decreases were due to improved labor
controls and budgeting.

Operating Expenses

Operating expenses, which include supplies, utilities, repairs and maintenance, advertising and
occupancy costs, increased 2.9% to $3,801,965 in 2002 compared to $3,694,304 in 2001. Asa
percentage of revenues, operating expenses increased to 23.2% in 2002 compared to 21.1% in 2001. The
increases were due to increases in employee food expense, repair and maintenance cost and promotion
and marketing expense.

Preopening Expenses and Store Development Costs

Preopening expenses and store development costs consist of expenses incurred prior to an opening
of a new unit, including but not limited to wages and benefits, relocation costs, supplies, advertising
expenses and training costs. We had no preopening expenses and store development costs in 2002. The
preopening expenses and store development costs of $354,923 for 2001 related to the development costs
incurred in connection with the abandoned plans to open a unit in Nashville.

General and Administrative Expenses

General and administrative expenses increased 8% to $1,928,306 in 2002 compared to
$1,785,886 in 2001. The increase reflected an increase in professional fees related to the legal
proceedings involving the Nashville site and the Grapevine unit and the delisting of our securities from
The Nasdaq SmallCap Market. As a percentage of revenue, these expenses increased to 11.8% in 2002
compared to 10.2% in 2001.

Depreciation

Depreciation expenses increased 0.1% to $1,340,430 in 2002 compared to $1,338,650 in 2001.
As a percentage of revenues, these expenses increased to 8.2% in 2002 from 7. 6% in 2001, The increase
was the result of lower sales volume.

Impairment Loss

Impairment loss increased to $800,000 in 2002 compared to $0 in 2001. The increase reflected
the recording of asset impairment charges of $800,000 to write-down the bulldmg and improvements of
the Grand Rapids unit.

Interest Expense

Interest expense increased $350,116 to $2,008,525 in 2002 compared to $1,658,409 in 2001. The
increase reflected the purchase price premium on the Grand Rapids unit due to the possible need to
repurchase such unit based upon annual gross sales for the lease year ended April 2003. As a percentage
of revenues, interest expense increased to 12.2% in 2002 from 9.5% in 2001. |
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Other Income and Expense

Other income and expense includes miscellaneous income and amortization expense. Other
expenses were $461,298 in 2002 compared to $501,086 in 2001.

Liquidity and Capital Resources
Overview

We have not made any required debt service payments to Wayne County Employees' Retirement
System ("WCERS") since September 2001. On February 1, 2003, the entire $8,912,786 principal amount
of the secured debt held by WCERS became due and payable. As of March 21, 2003, we had defaulted
on $10,235,392 of principal and interest payments to WCERS and $650,000 of principal payments to
holders of our convertible subordinated promissory notes. We cannot assure you that we will have
sufficient financial resources to repay existing indebtedness or to continue operations.

We used $1,169,458 and $431,899 in cash for operating activities during 2002 and 2001,
respectively. We had working capital deficits of approximately $16.4 million at December 29, 2002 and
approximately $3.0 million at December 30, 2001. The reclassification of our indebtedness to WCERS
from a long-term obligation to a short-term obligation was primarily responsible for the increase in our
working capital deficit, partially offset by the loan we obtained for $5.0 million from United Bank and
Trust Company during the first quarter of 2002. During 2002, we spent $479,983 in new equipment for
existing units and project management fees. At the direction of WCERS, we have been making interest
and principal payments to United Bank and Trust Company. We have been making interest only
payments to most of the holders of our convertible subordinated promissory notes.

In general, we have experienced operating losses in each quarterly and annual period since
inception. We incurred net losses of approximately $3.6 million for the fiscal year ended December 29,
2002, and approximately $2.2 million for the fiscal year ended December 30, 2001. As of December 29,
2002, we had an accumulated deficit of $13.4 million. We currently depend upon our existing units for
all of our revenues. We expect to incur significant losses for the foreseeable future. We will need to
generate significant increases in our revenues to achieve and maintain profitability. If our revenues fail to
grow or grow more slowly than we anticipate, or our operating expenses exceed our expectations, our
losses could significantly increase, which would harm our business, operating results, cash flows and
financial condition. In addition, our failure to become and remain profitable may adversely affect the
market price of our securities and our ability to raise capital and continue operations. The reports of our
independent public accountants for the years ended December 29, 2002 and December 30, 2001 include
explanatory paragraphs expressing doubt about our ability to continue as a going concern. In addition,
our securities were delisted from The Nasdaq SmallCap Market on October 7, 2002, which may adversely
affect our ability to raise capital.

Since inception, our principal capital requirements have been the funding of (a) our operations
and promotion of the Big Buck Brewery & Steakhouse format and (b) the construction of units and the
acquisition of furniture, fixtures and equipment for such units. Total capital expenditures for the Gaylord,
Grand Rapids and Auburn Hills units were approximately $6.2 million, $3.2 million and $10.2 million,
respectively. Total capital expenditures of Buck & Bass for the Grapevine unit were approximately $7.6
million. Pursuant to our joint venture agreement with Bass Pro, we funded approximately $6.4 million of
that cost, including our $1.5 million loan to Buck & Bass.
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Financing activities in 2002

In February 2002, we received a $500,000 advance from WCERS to cover unpaid real estate
taxes in Michigan. In March 2002, we obtained a loan from United Bank and Trust Company for
$5,000,000 which matures in March 2004. The collateral of this loan is a $5,000,000 letter of credit from
WCERS. Of the proceeds of such loan, we had used approximately $3,940,000 through March 21, 2003
for the following purposes: ‘

) $200,000 to terminate our lease of the Nashville site,

. $500,000 to repay the advance from WCERS,

. $1,000,000 to repay our indebtedness to Crestmark Bank,

. $825,000 to settle the dispute between Buck & Bass and the general contractor of the
Grapevine unit,

. $380,000 to make principal and interest payments to United Bank and Trust Company,

. $108,000 to pay Columbia Construction Services, an entity controlled by one of our
djrectors, Mark S. Provenzano, for services rendered in connection with the Nashville
site,

. $163,000 to pay certain accounts payable,

. $273,000 to pay property taxes, and

. $491,000 for other working capital purposes.

Financing activities during 2001

In February 2001, we agreed with WCERS to extend the maturity dates of certain promissory
notes held by WCERS, with an aggregate principal amount of approximately $7,400,000, to February
2003. As a consequence, each of our outstanding promissory notes held by WCERS has a maturity date
of February 1, 2003. On the same day, we also issued 46,200 shares of our common stock to WCERS in
lieu of $327,610 in principal and/or interest otherwise payable to WCERS in February, March, April and
May 2001. In March 2001, we entered into a first amendment and acknowledgment of partial payment
with the holder of one of our convertible subordinated promissory notes with a principal amount of
$250,000. Pursuant to such agreement, we repaid $75,000 of principal, agreed to a repayment schedule
involving monthly payments of principal and interest commencing May 1, 2001, and adjusted the
conversion price on such note from $10.3264 to $5.11 per share. We repaid such note in full in March
2002. Also in March 2001, we entered into two amendments with Michael G. Eyde, one of our
shareholders and the holder of two of our subordinated promissory notes. Pursuant to such agreements,
we made his $100,000 non-convertible note convertible into shares of our common stock at a conversion
price of $7.00, adjusted the conversion price of his $100,000 convertible note from $13.4316 to $7.00 and
extended the maturity date of both notes until October 2001. In April 2001, we entered into a first
amendment with the holder of one of our convertible subordinated promissory notes with a principal
amount of $50,000. Pursuant to such agreement, the maturity date of such note was extended until
January 2002 and the conversion price was adjusted from $13.3875 to $5.11 per share. In April 2001, we
entered into a first amendment with the holder of one of our convertible subordinated promissory notes
with a principal amount of $250,000. Pursuant to such agreement, the maturity date of such note was
extended until October 2001 and the conversion price was adjusted from $10.3264 to $5.11 per share.

We subsequently agreed to a repayment schedule involving monthly payments of principal and interest on
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this note commencing November 1, 2001. In July 2001, we generated $100,000 in net proceeds from the
private placement of a $100,000 principal amount convertible subordinated promissory note to Thomas E.
Zuhl, who became one of our directors in January 2002. The note, which is convertible into 16,496
shares of common stock at a conversion price of $6.062 per share, matured in July 2002. In December
2001, we generated $100,000 in net proceeds from the private placement of a $100,000 principal amount
convertible promissory note to Pac Rim Associates, Inc. Such entity is owned by Thomas E. Zuhl, who
became one of our directors in January 2002. The note, which is convertible into 27,793 shares of
common stock at a conversion price of $3.598 per share, matured in December 2002. We used the funds
provided by this subordinated debt financing for working capital purposes.

Additional financing is required for debt repayment

Without additional financing, our leveraged position, requirements for payments to the holders of
our secured and subordinated debt and requirements for payments on our loan agreement may require us
to liquidate all or a portion of our assets. We had working capital deficits of approximately $16.4 million
at December 29, 2002 and approximately $3.0 million at December 30, 2001. As of March 21, 2003, we
had outstanding (1) convertible secured debt aggregating $7,412,786, (2) non-convertible secured debt
aggregating $5,674,940, and (3) convertible subordinated debt aggregating $650,000. The outstanding
convertible secured debt and $1.5 million of the outstanding non-convertible secured debt matured on
February 1, 2003. Of the outstanding convertible subordinated debt, $100,000 matured in November
2000, $300,000 matured in October 2001, $50,000 matured in January 2002, $100,000 matured in July
2002 and $100,000 matured in December 2002. Our outstanding debt must be repaid in full as follows:

Type of Debt Principal Amount Repayment Required
Convertible Secured Debt $7,412,786 Immediate
Non-Convertible Secured Debt $1,500,000 Immediate
Non-Convertible Secured Debt $4,174,940 March 2004
Convertible Subordinated Debt $650,000 Immediate

To fund the maturity of our outstanding debt, we must obtain additional financing or refinance the
debt. However, we cannot assure you that we will be able to obtain the required funds or refinance the
debt, which could materially adversely affect our business, operating results, cash flows and financial
condition.

WCERS payment defaults and covenant violations

We have not made any required debt service payments to WCERS since September 2001. On
February 1, 2003, the entire $8,912,786 principal amount of the secured debt held by WCERS became
due and payable. As of March 21, 2003, we had defaulted on $10,235,392 of principal and interest
payments to WCERS. We cannot assure you that we will have sufficient financial resources to repay
existing indebtedness or to continue operations.

Among other things, we also agreed with WCERS that (1) we would not create, incur or suffer to
be created or incurred or to exist, any lien of any kind upon any of our property or assets of any character
whether then owned or thereafter acquired, or upon the income or profits therefrom except for certain
permitted liens, (2) we would keep and maintain tangible net worth plus subordinated debt in an amount
not less than $8.5 million, (3) we would keep and maintain a minimum debt coverage ratio of 1.25 to 1.0
(excluding Grapevine pre-opening and financing costs), (4) we would maintain our then current cash flow
position, and (5) we would not permit the difference between our current assets and our current liabilities
(other than subordinated debt) to be less than $500,000. We have notified WCERS that we have violated
each of the foregoing covenants. On April 3, 2001, we entered into a letter agreement with WCERS
pursuant to which the foregoing covenants were modified to provide that (1) we must maintain tangible
net worth plus subordinated debt in an amount not less than $6.25 million and (2) we had until January 1,
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2002 to meet all other covenants set forth in the loan documents (unless modified by the parties in
writing). We notified WCERS that we violated the amended covenants. On April 1, 2002, we entered
into a letter agreement with WCERS pursuant to which the foregoing covenants were modified to provide
that (1) we must maintain tangible net worth plus subordinated debt in an amount not less than $4.5
million and (2) we had until January 1, 2003 to meet all other covenants set forth in the loan documents
(unless modified by the parties in writing). We have notified WCERS that we have violated each of the
foregoing covenants.

Because we have not made timely payments of principal and interest on opr indebtedness to
WCERS and are in violation of various covenants, we are in default under our agreements with WCERS.
As a result, WCERS may, by notice in writing to us, declare all amounts owing with respect to the
agreements to be immediately due and payable without presentment, demand, protest or other notice of
any kind, all of which we previously waived. Our assets are, as a consequence, subject to foreclosure by
WCERS. Foreclosure by WCERS would force us to cease all operations. We cannot assure you that we
will be able to repay or refinance our indebtedness to WCERS or regain compliance with the amended
covenants.

Grapevine covenant violations

The failure of Buck & Bass to achieve the required gross sales, the existence in the past of
encumbrances upon the subleased premises and the failure of Buck & Bass to perform quarterly customer
satisfaction surveys give Bass Pro the ability to declare an event of default under the sublease, terminate
the sublease and demand all unpaid and reasonably calculable future rent over the balance of the sublease
term. Pursuant to the limited partnership agreement, a material default under the sublease would also
entitle Bass Pro to purchase our interest in the joint venture at 40% of book value, thereby eliminating our
interest in the Grapevine unit. The termination of the sublease or the elimination of our interest in the
Grapevine unit would have a material adverse effect on our business, operating results, cash flows and
financial condition.

Site repurchase obligations

If annual gross sales do not exceed $1.5 million for any lease year, the lessor of the Grand Rapids
unit will obtain the right to require us to repurchase such site for $1.4 million, plus $70,000 for each lease
year on a pro rata basis. In March 2002, the lessor waived its right to require repurchase based upon
insufficient annual gross sales for the lease years ended April 2001 and April 2002. We do not expect
annual gross sales to exceed $1.5 million for the lease year ended April 2003.

Because annual gross sales did not exceed $8.0 million for the fourth and fifth years of the lease
term, the lessor of the Auburn Hills unit obtained the right to require us to repurchase such site for $4.0
million, plus $200,000 for each lease year on a pro rata basis.

If either lessor elects to exercise his option to require us to repurchase a site, we would be forced
to repurchase such site at a premium over its sale price. We cannot assure you that we will have
sufficient funds to repurchase either site. If we are required to repurchase a site and cannot do so, it
would have a material adverse impact on our business, operating results, cash flows and financial
condition.

Limitations on ability to incur additional indebtedness !

We granted the following security interests to WCERS in connection with their provision of
certain debt financing:

. a pledge of our limited partnership interest in Buck & Bass,
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. a pledge of our shares of the issued and outstanding common stock of BBBP
Management Company, and

. a security interest, assignment or mortgage, as applicable, in our interest in all assets now
or hereafter owned, ownership interests, licenses, and permits, including, without
limitation, a mortgage encumbering the Gaylord, Auburn Hills and Grand Rapids sites.

We also granted to WCERS a right of first refusal pursuant to which WCERS may, for so long as
the approximately $5.8 million promissory note is outstanding or WCERS owns more than 15% of our
common stock, elect to purchase securities offered by us, within 45 days of the receipt of notice by
WCERS, at the same price and on the same terms and conditions as are offered to a third party.

Our agreement with WCERS imposes limitations on our ability to incur additional indebtedness.
We agreed that we would not create, incur, assume, guarantee or be or remain liable, contingently or
otherwise, with respect to any indebtedness, except for indebtedness incurred in the ordinary course of
business not to exceed at any time $1.5 million in the aggregate. Any indebtedness not in the ordinary
course of business or in excess of $1.5 million requires the approval of WCERS. These restrictions may
impede our ability to secure financing for continued operations. Qur failure to raise capital when needed
would have a material adverse effect on our business, operating results, cash flows and financial
condition.

Liquidity plans

We seek to refinance our indebtedness to WCERS. We hope to refinance such indebtedness at
lower interest rates. We also plan to continue searching for ways of reducing our operating costs,
including reduced general and administrative expenses. At the beginning of 2001, we set goals to equal
or exceed the operating benchmarks of several of our competitors. We believe that we have attained
those goals and we seek continued improvement. We also intend to explore licensing and franchising
arrangements. We are in discussions with several parties regarding the possible licensing of the Big Buck
Brewery & Steakhouse concept in and outside the state of Michigan. We have entered into a license
agreement with Up North Adventures, an entity owned by one of our directors, Thomas E. Zuhl, pursuant
to which we hope to introduce our concept to various Asian markets.

Seasonality

Our operating results are expected to fluctuate based on seasonal patterns. Based on our existing
units, we anticipate that our highest revenues will occur in the second and third calendar quarters due to
the milder climate during those quarters in Michigan. Because of the effect of seasonality on our
business, results for any quarter are not necessarily indicative of the results that may be achieved for a full
fiscal year and cannot be used to indicate financial performance for a full fiscal year.
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Cautionary Statement

Big Buck Brewery & Steakhouse, Inc., or persons acting on our behalf, or outside reviewers
retained by us making statements on our behalf, or underwriters of our securities, from time to time, may
make, in writing or orally, "forward-looking statements" as defined under the Private Securities
Litigation Reform Act of 1995. This Cautionary Statement, when used in conjunction with an identified
forward-looking statement, is for the purpose of qualifying for the "safe harbor" provisions of the
Litigation Reform Act and is intended to be a readily available written document that contains factors
which could cause results to differ materially from such forward-looking statements. These factors are in
addition to any other cautionary statements, written or oral, which may be made, or referred to, in
connection with any such forward-looking statement.

The following matters, among others, may have a material adverse effect on our business,
Jinancial condition, liquidity, results of operations or prospects, financial or otherwise. Reference to this
Cautionary Statement in the context of a forward-looking statement or statements shall be deemed to be a
statement that any one or more of the following factors may cause actual results to differ materially from
those in such forward-looking statement or statements.

We may be unable to repay current maturities of existing indebtedness, forcmg us to liquidate all or
a portion of our assets.

Overview

Without additional financing, our leveraged position, requirements for payments to the holders of
our secured and subordinated debt and requirements for payments on our loan agreement may require us
to liquidate all or a portion of our assets. We had working capital deficits of approximately $16.4 million
at December 29, 2002 and approximately $3.0 million at December 30, 2001. As of March 21, 2003, we
had outstanding (1) convertible secured debt aggregating $7,412,786, (2) non-convertible secured debt
aggregating $5,674,940, and (3) convertible subordinated debt aggregating $650,000. The outstanding
convertible secured debt and $1.5 million of the outstanding non-convertible secured debt matured on
February 1, 2003. Of the outstanding convertible subordinated debt, $100,000 matured in November
2000, $300,000 matured in October 2001, $50,000 matured in January 2002, $100 000 matured in July
2002 and $100,000 matured in December 2002.

To fund the maturity of the outstanding debt, we must obtain additional financing or refinance the
debt. However, we cannot assure you that we will be able to obtain the required funds or refinance the
debt, which could materially adversely affect our business, operating results, cash flows and financial
condition.

Convertible Secured and Non-Convertible Secured Debt

We have not made any required debt service payments to WCERS since September 2001. On
February 1, 2003, the entire $8,912,786 principal amount of the secured debt held by WCERS became
due and payable. As of March 21, 2003, we had defaulted on $10,235,392 of principal and interest
payments to WCERS. We cannot assure you that we will have sufficient financial resources to repay
existing indebtedness or to continue operations. As of March 21, 2003, we were also in violation of
various covenants under our agreements with WCERS.

Because we have not made timely payments of principal and interest on our indebtedness to
WCERS and are in violation of various covenants, we are in default under our agreements with WCERS.
As aresult, WCERS may, by notice in writing to us, declare all amounts owing with respect to the
agreements to be immediately due and payable without presentment, demand, protest or other notice of
any kind, all of which we previously waived. Our assets are, as a consequence, subject to foreclosure by
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WCERS. Foreclosure by WCERS would force us to cease all operations. We cannot assure you that we
will be able to repay or refinance our indebtedness to WCERS or regain compliance with the amended
covenants.

In March 2002, we obtained a loan from United Bank and Trust Company for $5.0 million which
matures in March 2004. The collateral of this loan is a $5.0 million letter of credit from WCERS. We
cannot assure you that we will be able to repay our indebtedness to United Bank.

Convertible Subordinated Promissory Notes

To fund the maturity of the outstanding convertible subordinated promissory notes, we must
obtain additional financing or refinance the debt. However, we cannot assure you that we will be able to
obtain the required funds or refinance the debt, which could materially adversely affect our business,
operating results, cash flows and financial condition. As of March 21, 2003, our outstanding convertible
subordinated promissory notes had the following terms and conditions:

Principal Date of Maturity Shares Issuable Conversion

Amount Issuance Date Upon Conversion Price
$100,000 10-08-99 10-07-01 9,523 $10.5000
$100,000 11-17-99 11-01-00 5,890 $16.9764
$100,000 01-19-00 10-01-01 14,285 $7.0000
$100,000 12-04-00 10-01-01 14,285 $7.0000
§ 50,000 01-27-00 01-01-02 9,784 $5.1100
$100,000 07-20-01 07-20-02 16,496 $6.0620
$100,000 12-11-01 12-11-02 27,793 $3.5980

Because we have not made timely payments of principal on this indebtedness, the note holders
may declare all amounts owing to be immediately due and payable without presentment, demand, protest
or other notice of any kind, all of which we previously waived. We cannot assure you that we will be
able to repay or refinance this indebtedness.

We have incurred losses and we expect to incur substantial future losses. This may prevent us from
raising capital and continuing operations.

In general, we have experienced operating losses in each quarterly and annual period since
inception. We incurred net losses of approximately $3.6 million for the fiscal year ended December 29,
2002 and approximately $2.2 million for the fiscal year ended December 30, 2001. As of December 29,
2002, we had an accumulated deficit of $13.4 million. We currently depend upon our existing units for
all of our revenues. We expect to incur significant losses for the foreseeable future. We will need to
generate significant increases in our revenues to achieve and maintain profitability. If our revenues fail to
grow or grow more slowly than we anticipate, or our operating expenses exceed our expectations, our
losses could significantly increase, which would harm our business, operating results, cash flows and
financial condition. In addition, our failure to become and remain profitable may adversely affect the
market price of our securities and our ability to raise capital and continue operations. The reports of our
independent public accountants for the years ended December 29, 2002 and December 30, 2001 include
explanatory paragraphs expressing doubt about our ability to continue as a going concern.

If we are unable to obtain additional capital or secure refinancing, we may be required to scale
back our operations or cease our operations.

If additional capital does not become available to us, we may be required to scale back our
operations or cease our operations. We cannot assure you that we will be able to secure additional
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financing or refinancing. If we are able to obtain financing or refinancing, we cannot assure you that it
will be on favorable or acceptable terms. To obtain additional financing, we anticipate that we will be
required to sell additional debt or equity securities. New investors may seek and obtain substantially
better terms than those available in connection with open market purchases and our issuance of securities
in the future may result in substantial dilution. To obtain refinancing, we may be required to agree to
certain negative covenants with which we may be unable to comply. In addition, our securities were
delisted from The Nasdaq SmallCap Market on October 7, 2002, which may adversely affect our ability
to raise capital.

Our agreement with WCERS imposes limitations on our ability to incur additional indebtedness.
We agreed that we would not create, incur, assume, guarantee or be or remain liable, contingently or
otherwise, with respect to any indebtedness, except for indebtedness incurred in the ordinary course of
business not to exceed at any time $1.5 million in the aggregate. Any indebtedness not in the ordinary
course of business or in excess of $1.5 million requires the approval of WCERS. We also granted to
WCERS a right of first refusal pursuant to which WCERS may, for so long as the approximately $5.8
million promissory note is outstanding or WCERS owns more than 15% of our common stock, elect to
purchase securities offered by us, within 45 days of the receipt of notice by WCERS, at the same price
and on the same terms and conditions as are offered to a third party. These restrictions may impede our
ability to secure financing for continued operations. Our failure to raise capital when needed would have
a material adverse effect on our business, operating results, cash flows and financial condition.

We cannot assure you that future operations of any unit will be profitable.

Future revenues and profits, if any, will depend upon various factors, including:

. the quality of restaurant and brewery operations,
. the acceptance of our food and beer, and
. general economic conditions.

We cannot assure you that we will ever operate profitably.
You may have difficulty reselling your securities.

Our securities are subject to certain rules of the SEC relating to "penny stocks." Such rules
require broker-dealers to make a suitability determination for purchasers and to receive the purchaser's
prior written consent for a purchase transaction, thus restricting the ability to purchase or sell the
securities in the open market. In addition, trading in our securities is conducted in the over-the-counter
market on the OTC Bulletin Board, which was established for securities that do not meet Nasdagq listing
requirements. Selling our securities may be difficult because of the quantity of securities that may be
bought and sold, the possibility that transactions may be delayed, and the low level of security analyst and
news media coverage given to over-the-counter stocks. These factors could contribute to lower prices and
larger spreads in the bid and ask prices for our securities.

Our interest in the Grapevine unit may be reduced or eliminated by Bass Pro.

The failure of Buck & Bass to achieve the required gross sales, the existence in the past of
encumbrances upon the subleased premises and the failure of Buck & Bass to perform quarterly customer
satisfaction surveys give Bass Pro the ability to declare an event of default under the sublease, terminate
the sublease and demand all unpaid and reasonably calculable future rent over the balance of the sublease
term. Pursuant to the limited partnership agreement, a material default under the sublease would also
entitle Bass Pro to purchase our interest in the joint venture at 40% of book value, thereby eliminating our
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interest in the Grapevine unit. The termination of the sublease or the elimination of our interest in the
Grapevine unit would have a material adverse effect on our business, operating results, cash flows and
financial condition.

If Buck & Bass is required to pay more than the minimum annual base rent for the Grapevine site,
funds available to us for other purposes will be reduced.

Pursuant to a commercial sublease agreement, Buck & Bass leases the Grapevine site from Bass
Pro over a 15-year term. Buck & Bass is obligated to pay annual percentage rent in the amount of 5.5%
on gross sales less than $11.0 million per year and 6.5% on gross sales in excess of $11.0 million per
year; provided, however, that the minimum annual base rent is $385,000. Bass Pro may terminate the
sublease in the event of a default which is not cured within the applicable grace period. In March 2000,
we agreed with Bass Pro in writing to revise the definition of default under the sublease. As amended, the
sublease provides that a default includes, but is not limited to:

. the failure of Buck & Bass to remain open during all business days,

. the failure of Buck & Bass to maintain on duty a fully trained service staff,

. the failure of Buck & Bass to provide high quality food of the type provided at our
Gaylord unit,

. the failure of Buck & Bass to achieve gross sales in the first full calendar year

immediately following the opening and for each calendar year thereafter of $7.0 million,
. Buck & Bass encumbering in any manner any interest in the subleased premises, or

. the failure of Buck & Bass to conduct full and complete customer surveys no less
frequently than each calendar quarter.

The minimum annual base rent is required whether the Grapevine unit is profitable or not. If
Buck & Bass is required to pay in excess of the minimum annual base rent, the funds available to us for
other purposes will be reduced. In the event of a default and termination of the joint venture agreement,
our interest in the Grapevine unit would be eliminated. This would have a material adverse effect on our
business, operating results, cash flows and financial condition.

If we are required to pay more than the minimum annual base rent for the Grand Rapids or
Auburn Hills sites, funds available to us for other purposes will be reduced.

In April 1997, we sold the Grand Rapids site, including all improvements thereto, to an entity
owned by one of our shareholders, Eyde Brothers Development Co., pursuant to a real estate purchase
and leaseback agreement for $1.4 million. Pursuant to a separate lease agreement, we lease the Grand
Rapids site at a minimum annual base rent of $140,000 and a maximum annual base rent of $192,500
over a ten-year term. The lease may be extended at our option for up to two additional five-year terms.

In addition to the annual base rent, the lease, as amended in March 2000, provides that we are obligated to
pay annual percentage rent in the amount of 5% on gross sales at the site in excess of $1.5 million per
year.

In August 1997, we entered into a real estate purchase and leaseback agreement providing for the
sale of the Auburn Hills site to one of our shareholders, Michael G. Eyde, for $4.0 million. In connection
with this transaction, we granted a five-year stock option, exercisable at $35.00 per share, for 7,142 shares
of our common stock to Mr. Eyde. We lease the Auburn Hills site pursuant to a separate lease agreement
which provides for a minimum annual base rent of $400,000, and a maximum annual base rent of
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$550,000, over a 25-year term. The lease may be extended at our option for up to two additional ten-year
terms. In addition to the annual base rent, we are obligated to pay annual percentage rent of 5.25% of
gross sales at the site in excess of $8.0 million per year.

Annual percentage rent is required whether or not such units are profitable. If we are required to
pay annual percentage rent, the funds available to us for other purposes will be reduced.

If we default and the lessor of the Grand Rapids site or the lessor of the Auburn Hills site
terminates the related lease, we would be unable to continue operating such unit.

The Grand Rapids and Auburn Hills lessors may terminate in the event of a default which is not
cured within the applicable grace period. A default is defined as: ‘

. our failure to make a rental payment within 30 days after receipt of written notice that a
payment is past due, or

. our failure to perform our obligations under the lease, other than rent payments, within 30
days after written notice of a curable violation;

provided, however, that if such default cannot be cured within the 30-day period, a default will be deemed
to have occurred only if we have failed to commence a cure within such 30-day period. In the event of a
default and termination of either lease, we would be unable to continue operating the related unit, which
would have a material adverse effect on our business, operating results, cash flows and financial
condition. ‘

If we are required to repurchase the Grand Rapids site or the Auburn Hills site and cannot do so,
we would be unable to continue operating such unit,

If annual gross sales do not exceed $1.5 million for any lease year, the lessor of the Grand Rapids
unit will obtain the right to require us to repurchase such site for $1.4 million, plus $70,000 for each lease
year on a pro rata basis. In March 2002, the lessor waived its right to require repurchase based upon
insufficient annual gross sales for the lease years ended April 2001 and April 2002. We do not expect
annual gross sales to exceed $1.5 million for the lease year ended April 2003.

Because annual gross sales did not exceed $8.0 million for the fourth and fifth years of the lease
term, the lessor of the Auburn Hills unit obtained the right to require us to repurchase such site for $4.0
million, plus $200,000 for each lease year on a pro rata basis.

If either lessor elects to exercise his option to require us to repurchase a site, we would be forced
to repurchase such site at a premium over its sale price. We cannot assure you that we will have
sufficient funds to repurchase either site. If we are required to repurchase a site and cannot do so, it
would have a material adverse impact on our business, operating results, cash flows and financial
condition.

We may be unable to compete with larger, better-established restaurant competitors.

The restaurant industry is highly competitive with respect to price, service, location and food
quality, including taste, freshness and nutritional value. New restaurants have a high failure rate. New
restaurants generally experience a decline in revenue growth, or in actual revenues, following a period of
excitement that accompanies their opening. The restaurant industry is also generally affected by changes
in consumer preferences, national, regional and local economic conditions, and demographic trends. The
performance of individual restaurants may also be affected by factors such as traffic patterns,
demographic considerations, and the type, number and location of competing restaurants. In addition,
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factors such as inflation, increased food, labor and employee benefit costs, and the unavailability of
experienced management and hourly employees may also adversely affect the restaurant industry in
general and our units in particular. Restaurant operating costs are further affected by increases in the
minimum hourly wage, unemployment tax rates and similar matters over which we have no control. We
face numerous well-established competitors, including national, regional and local restaurant chains,
possessing substantially greater financial, marketing, personnel and other resources than we do. We also
compete with a large variety of locally owned restaurants, diners and other establishments that offer
moderately priced food to the public and with other brewpubs. Competitors could utilize the Big Buck
Brewery & Steakhouse format or a related format. We cannot assure you that we will be able to respond
to various competitive factors affecting the restaurant industry.

If we are unable to comply with applicable restaurant regulations, we will be unable to operate;
compliance with such regulations may increase our operating expenses.

The restaurant industry is subject to numerous federal, state and local government regulations,
including those relating to the preparation and sale of food and those relating to building and zoning
requirements. We are subject to regulation by air and water pollution control divisions of the
Environmental Protection Agency of the United States and by certain states and municipalities in which
our units are located. We are also subject to laws governing our relationship with our employees,
including minimum wage requirements, overtime, working and safety conditions and citizenship
requirements. Restaurant operating costs are affected by increases in the minimum hourly wage,
unemployment tax rates, sales taxes and similar matters, such as any government-mandated health
insurance, over which we have no control.

Our operations depend upon obtaining and maintaining governmental licenses and permits
required for brewing and selling beer.

A significant percentage of our revenue is derived from beer sales. Total sales of alcohol,
including beer, wine and hard liquor, accounted for 21.1% of our revenues during 2002. We must comply
with federal licensing requirements imposed by the United States Department of Treasury, Alcohol and
Tobacco Tax and Trade Bureau, as well as the licensing requirements of states and municipalities where
our units are located. Our failure to comply with federal, state or local regulations could cause our
licenses to be revoked and force us to cease brewing and selling our beer. Typically, licenses must be
renewed annually and may be revoked or suspended for cause at any time.

We may face liability under dram-shop laws.

We are subject to "dram-shop" laws in Michigan and Texas. These laws generally provide
someone injured by an intoxicated person the right to recover damages from the establishment that
wrongfully served alcoholic beverages to such person. We carry liquor liability coverage as part of our
existing comprehensive general liability insurance. However, a judgment against us under a dram-shop
statute in excess of our liability coverage could have a material adverse effect on our business, operating
results, cash flows and financial condition.

We must pay federal and state excise taxes on our beer; we may be unable to retain the credits that
help us to offset part of such taxes.

The federal government currently imposes an excise tax of $18.00 on each barrel of beer
produced for domestic consumption in the United States. However, each brewer with production of not
more than 2,000,000 barrels per year is taxed only $7.00 per barrel on the first 60,000 barrels produced
annually. We cannot assure you that the federal government will not reduce or eliminate this small
brewer rate reduction. Michigan imposes an excise tax of $6.30 per barrel on each barrel of beer
manufactured or sold in Michigan. However, each brewer that manufactures less than 50,000 barrels per
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year is granted a brewer's excise tax credit in the amount of $2.00 per barrel for the first 30,000 barrels.
Buck & Bass is subject to excise taxes under Texas law. Excise taxes in Texas are $6.138 per barrel for
ale and malt liquor, and $6.00 per barrel for beer. However, Texas grants a 25% tax exemption for
manufacturers of beer whose annual production in Texas does not exceed 75,000 barrels of beer per year.
As a result, Buck & Bass faces an effective excise tax of $4.50 per barrel for beer. If our beer production
exceeds the foregoing credit thresholds, our average excise tax rate would increase.

It is possible that the rate of excise taxation could be increased by either federal or state
governments, or both. Increased excise taxes on alcoholic beverages have been considered by the federal
government as an additional source of tax revenue in connection with various proposals and could be
included in future legislation. Future increases in excise taxes on alcoholic beverages, if enacted, could
adversely affect our business, operating results, cash flows and financial condition;

Our management possesses significant control which could reduce your ability to receive a
premium for your securities through a change in control.

As of February 28, 2003, our officers and directors beneficially owned approx1mately 45.5% of
our outstanding common stock. Accordingly, such persons can:

. exert substantial influence over the composition of our board of directors,
. generally direct our affairs, and
. may have the power to control the outcome of shareholder approvals of business

acquisitions, mergers and combinations and other actions.
|

We are also subject to Michigan statutes regulating business combinations and restricting voting
rights of certain persons acquiring shares of common stock which may hinder or delay a change in
control.

Fluctuations in our operating results may result in decreases in the market price of our securities.

Our sales and earnings are expected to fluctuate based on seasonal patterns. Based on our
existing units, we anticipate that our highest earnings will occur in the second and third calendar quarters
due to the milder climate during those quarters in Michigan. Because of the effect of seasonality on our
business, results for any quarter are not necessarily indicative of the results for a full fiscal year.

You may not be able to sell our securities at the same price at which you purchase our securities
due to significant volatility in the market price of our securities. |

The market price of our common stock has been subject to significant ﬂujctuations in response to
numerous factors, including:

. variations in our annual or quarterly financial results or those of 6ur competitors,

. changes by financial research analysts in their estimates of our earnmgs or those of our
competitors,

. conditions in the economy in general or in the brewing industry m particular,

. unfavorable publicity, and

. changes in applicable laws and regulations, or judicial or administrative interpretations
thereof, affecting us or the brewing industry.
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We cannot assure purchasers of our securities that they will be able to sell such securities at or
above the prices at which they were purchased. In addition, our securities were delisted from The
Nasdaq SmallCap Market on October 7, 2002, which may adversely affect the liquidity of our securities.

The sale of additional securities may be dilutive to existing security holders.

We had 861,997 shares of common stock outstanding as of March 21, 2003. On that date, we
also had warrants, stock options, convertible debt and other rights outstanding to purchase an additional
840,685 shares of common stock, exercisable at prices ranging from $0.28 to $36.75 per share. We have
also registered certain shares of our common stock for resale on the public market. The sale of such
shares, and the sale of additional shares which may become eligible for sale in the public market from
time to time upon the exercise of warrants, stock options, convertible debt and other rights, may be
dilutive to existing security holders and could have the effect of depressing the market price of our
securities.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To Big Buck Brewery & Steakhouse, Inc.:

We have audited the accompanying consolidated balance sheet of Big Buck Brewery &
Steakhouse, Inc. (a Michigan corporation) as of December 29, 2002 and December 30, 2001, and the
related consolidated statements of operations, shareholders' equity and cash flows for the years then
ended. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Big Buck Brewery & Steakhouse, Inc. as of December 29, 2002 and December
30, 2001, and the results of its operations and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

The accompanying financial statements have been prepared assuming that the Company will
continue as a going concern. As discussed in Note 9 to the financial statements, the Company has
suffered recurring losses from operations and has a net working capital deficiency, which raise substantial
doubt about its ability to continue as a going concern. Management's plans in regard to these matters are
also described in Note 9. The financial statements do not include any adjustments that might result from
the outcome of this uncertainty.

/s/ PLANTE & MORAN, PLLC

Grand Rapids, Michigan,
March 28, 2003
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BIG